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A survey of foreign capital in Latin America, which 
has been made by the U.N. Department of Economic and 
Social Affairs, shows that since the end of the war prac- 
tically no foreign private capital has entered Latin Amer- 
ica in the form. of portfolio investment, and the nominal 
value of externally held -government debt has been sub- 
stantially reduced in many countries. The entire external 
debt of the Dominican Republic and Haiti has been retired 
by regular amortization and redemption at par. Argen- 
tina repurchased a large part of its external debt at close 
to par and redeemed the rest at par. In some countries 
external obligations have been repurchased at a consider- 
able discount from nominal value, ranging to as low as 
10 per cent of par. In Brazil, for example, the principal 
of some bonds was scaled down by 20 to 50 per cent, and 
in Mexico a reduction of 80 per cent was effected by a 
debt settlement plan. By the end of 1952 the defaulted 
foreign obligations of Latin American governments had 
been reduced to a relatively small amount, affecting only 
a few countries. Several governments have repurchased 
important foreign business investments, notably U.K. 
holdings in Argentina and Brazil. 

The inflow of private capital since the war has been 
largely in the form of direct investments by U.S. enter- 
prises, at first chiefly in petroleum, but since 1950 in- 
creasingly in manufacturing (particularly in Brazil and 
Mexico), and in the extraction of minerals other than 
petroleum. These investments have to a considerable ex- 
tent been the result of the reinvestment of the earnings 
of existing enterprises. In recent years the earnings of 
U.S.-controlled branch enterprises have substantially ex- 
ceeded capital inflows to branches from the parent enter- 
prises, and the proportion of total capital outlays in 
Latin America financed from retained earnings has been 
well above 60 per cent. The inflow of private capital from 
Western Europe has been small, but in a few countries 
it has introduced new enterprise and technology. 

The highest yields on U.S. direct investments in Latin 
America have been in the petroleum industry (averaging 
31 per cent during 1948 to 1951), and in distribution 
(averaging 28 per cent). Public utilities have always 
yielded a relatively low rate of return, which, however, 
has been particularly depressed in recent years by the 
failure of rates to keep pace with rising operating costs. 
The difference between the average return on U.S. invest- 
ments at home and in Latin America has recently been 
relatively slight. 
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The tendency of investment income paid abroad to 
exceed the inflow of capital has become more pronounced 
in recent years. The report points out that unless the rate 
of capital inflow increases substantially or the average 
yield on investments declines, the margin between invest- 
ment income paid abroad and the receipt of foreign capi- 
tal will necessarily increase as the stock of foreign capital 
increases, but concludes that comparisons of this kind 
are of limited significance in judging the capacity of a 
country to meet the service of additional foreign invest- 
ment. 

The decline of private international lending in Latin 
America since the 1930's has attracted increasing atten- 


” 


tion to the “investment climate” as determined by eco- 
nomic, legal, political, and social factors which affect the 
opportunities for private business investment generally 
and for foreign business investment in particular. In 
this connection the U.N. report surveys the policies and 
practices of Latin American countries in respect to the 
entry and control of foreign enterprises, exchange con- 
trol, taxation, and expropriation and default, and con- 
cludes with an examination of the international treaties 
and multilateral agreements which have sought to define 
in general terms the policies to be applied to foreign 
investments. 

The extent to which the entry of foreign capital for 
business investment in Latin America is restricted varies 
widely. Foreign investment in certain sectors is some- 
times prohibited in the interest of national security or for 
other noneconomic reasons. Many countries do not per- 
mit the participation of foreign capital in enterprises 
engaged in activities considered to be of public interest, 
e.g., publishing, telecommunications, domestic aviation, 
and coastal shipping. Apart from regulations of this type, 
there is little formal restriction on the establishment of 
foreign business enterprises in Colombia, Costa Rica, 
Cuba, the Dominican Republic, Ecuador, El Salvador, 
Haiti, Honduras, Nicaragua, Panama, Paraguay, Peru, 
Uruguay, and Venezuela, though in these countries, as 
elsewhere, the granting of mineral concessions admits of 
considerable discretion on the part of the authorities. In 
a few countries, however, there is comprehensive regula- 
In Mexico, 
where the establishment of a new enterprise, whether 
domestic or foreign, requires specific authorization, the 


tion of new foreign business investment. 


authorities may require that Mexican nationals own at 


least 51 per cent of the equity capital of an enterprise, 
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and that the majority of directors or partners be Mexican, 
though this requirement has usually been waived. In 
Chile the legislation which requires specific authorization 
for the establishment of a new enterprise, whether do- 
mestic or foreign, was originally introduced as an anti- 
depression measure, but its scope was subsequently wid- 
ened in order to protect existing investment against “un- 
fair” competition. Where foreign investment is restricted 
in particular fields of activity, the restrictions are applied 
mainly to investment in mineral production, and particu- 
larly in the extraction of petroleum. A few countries also 
formally restrict, or have restricted, foreign capital in- 
vestment in public utilities, banking and insurance, and 
certain types of trade, particularly the distribution of 
petroleum. In Argentina the constitution reserves foreign 
trade and public utilities to government enterprise, though 
in fact the government foreign trade monopoly does not 
extend to all commodities. No new foreign banks may 
be chartered in Argentina, and the activities of foreign 
insurance companies have been curtailed. The land ten- 
ure laws adopted in several countries, primarily with a 
view to eliminating large estates and redistributing their 
holdings, have in some cases affected foreign investments 
in agricultural enterprises. There has been a general 


Europe 
Sterling Area Reserves and Exchange Rates 


The gold and dollar reserves of the sterling area fell by 
$82 million in February, to $2,681 million. During the 
month, $15 million was received from U.S. defense ‘aid 
and $6 million from EPU in settlement of the January 
surplus, while $2 million was paid to EPU creditors in 
bilateral settlements. The residual deficit was, therefore, 
$101 million—the largest monthly decline in reserves on 
commercial account in three years; in one or two months 
last year there were larger declines, but these were due 
to repayment of debt and did not reflect the true commer- 
cial position. The deterioration of reserves on commercial 
account in February may have been slightly greater than 
this net figure suggests, for the rise in Bank Rate a few 
days before the end of the month may have begun to 
attract some overseas funds before February 28. 

The deterioration in the reserve position is believed to 
be the main factor behind the vigorous corrective action 
taken by the U.K. authorities in February, though it 
seems likely that the actual extent of the loss was of less 
concern than the definite change of trend in the sterling 
area’s dollar accounts since the late autumn, which had 
already been reflected in pressure on sterling. Evidence 
of some relief from this pressure may be found in the 
reaction of the exchange market to the announcement 
of the reserve figures; the spot sterling-dollar rate rose 
above $2.79 for the first time since early December, while 
the rate for transferable sterling in New York reached 
$2.7534. Both rates have continued firm during the past 
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trend since the 1930’s toward governmental enterprise in 
many fields which were formerly the province of private 
enterprise, frequently of foreign origin. 


In conformity with Spanish legal tradition, the con- 
stitutions or mining laws of practically all Latin Ameri- 
can countries establish the ownership of the subsoil by 
the State, and make private exploitation contingent upon 
official permission. In several countries special laws de- 
fine the conditions for awarding mineral concessions, 
which may include the extent of foreign ownership and 
liability to taxation. 


In all but four Latin American countries the law re- 
quires that a minimum percentage of domestic nationals 
be employed in a business establishment, and in Haiti. 
Honduras, and Uruguay a similar limit has been imposed 
in specific cases by administrative action. The minimum 
percentage ranges from 50 per cent in Cuba to 90 per cent 
in several countries, including Mexico; practically all 
countries permit exceptions for technical and managerial 
personnel. 


Source: United Nations, Department of Economic and 
Social Affairs, Foreign Capital in Latin America, 
New York, N.Y., 1955. 


week, transferable sterling being quoted in New York on 
March 8 at $2.7614. 

According to the Economist, the improvement in the 
rate for transferable sterling is partly the result of active 
intervention by the authorities, and the cost of official 
supporting operations has probably already been reflected 
in the February reserve figures. These supporting opera- 
tions are reportedly conducted mainly through agents in 
Zurich, but also through the less important markets for 
transferable sterling in New York, Amsterdam, Brussels, 
Beirut, and Kuwait. The extent to which transferable 
sterling will be supported and the method of intervention 
are not known, but it is pointed out that the effect will be 
to create two calegories of nonresident sterling for cur- 
rent transactions, both of them convertible: American 
Account sterling will be convertible within the range of 
the “gold points” of $2.78 and $2.82, while transferable 
sterling will be convertible at rates fluctuating within a 
wider range, with a ceiling (the rate quoted in the official 
market) but no fixed floor. It is presumed that, at the 
present discount of about 1 per cent from the official spot 
rate, the use of transferable sterling for shunting opera- 
tions is no longer profitable. 


Sources: The Times, and The Financial Times, March 3. 
1955, and The Economist, March 5, 1955, Lon- 
don, England; The Journal of Commerce, New 


York, N.Y., March 9, 1955. 
French Monetary Reserves and Repayments to EPU 


An indication of the approximate size of French off- 
cial monetary reserves can be obtained from three items 
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in the weekly balance sheet of the Bank of France, viz., 
“gold reserve” (encaisse or), “demand claims abroad and 
holdings in EPU” (disponibilités 4 vue a l’étranger et 
avoirs 4 l'Union Européene de Paiements) , and “advances 
to the Stabilization Fund” (avances au Fonds de Stabili- 
sation). For various technical reasons, however, French 
“official holdings” are not accurately measured by total- 
ing these three items, as is illustrated by the recent repay- 
ment in gold by France of $80 million of its debt to EPU 
(see this News Survey, Vol. VII, p. 270). 


In a note accompanying the balance sheet of the Bank 
of France of February 17, 1955, it is reported that, while 
the Stabilization Fund paid out $80 million in gold to 
EPU on February 11, 1955, this payment did not affect 
the movement of any item in the balance sheet of the 
Bank of France, the counterpart of the payment by the 
Stabilization ‘Fund ‘being offset by the reduction of the 
debt of the Stabilization Fund to EPU. To the extent to 
which past deficits with EPU were settled by EPU credits, 
they led to increased franc balances in the Stabilization 
Fund, which was, therefore, able to purchase gold and 
foreign exchange from the Bank of France without re- 
course to new advances from the Bank of France. 


As of February 17, 1955 the total of the three items in 
the balance sheet of the Bank of France mentioned above 
amounted to 448.5 billion francs ($1,281 million), 
against 442.0 billion francs ($1,263 million) on February 
10 and 395.2 billion francs ($1,129 million) on Decem- 
ber 30, 1954. Between December 30, 1954 and February 
17, 1955 the total increased by 53.3 billion francs ($152 
million). 


Sources: Banque de France, Situation Hebdomadaire, 
Paris, France, February 10 and 17, 1955; Neue 
Ziircher Zeitung, Ziirich, Switzerland, March 2, 
1955. 


Finnish Credit Policy 


The Bank of Finland has concluded an agreement with 
the commercial banks concerning cash reserves. By the 
tenth of each month the commercial banks will pay into 
a cash reserve account with the Bank of Finland 40 per 
cent of any increase in deposits during the preceding 
month. If its deposits decrease in any month, a bank is 
entitled to withdraw from the cash reserve deposit an 
amount equal to 40 per cent of the decrease. The cash 
reserve deposits will carry interest at 54 per cent per 
annum for the part which is based on an increase in 
time deposits and at 1 per cent per annum for the part 
based on demand deposits. The agreement is valid for 
the period February 1, 1955 to September 30, 1955. 


A similar agreement has been made with the savings 
banks and cooperative credit societies. The cash reserves 
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for these banks have been fixed at 25 per cent of any 
increase in deposits. 


Sources: Hufvudstadsbladet, Helsinki, Finland, Febru- 
ary 12 and 16, 1955. 


Exchange Measures in Greece 


In accordance with recent decisions of the Greek Gov- 
ernment, the exchange tax of 2 drachmas per U.S. dollar 
on exported cotton will remain in effect until September 
16, when it will be removed completely, and the Bank of 
Greece has been authorized to grant licenses for cotton 
exports (see this News Survey, Vol. VII, p. 167). Imports 
of cotton originating from countries other than Egypt 
may. subject to approval by the Minister of Trade, be 
granted a subsidy of 2 drachmas per U.S. dollar, on 
condition that clearance from the customs house is 
effected by September 1.. By another government. deci- 
sion, the special provisions relating to imports and ex- 
ports of cotton from or to Brazil have been abolished. 

The tax on exported cotton and the subsidy on imported 
cotton are part of the exchange measures which Greece 
introduced, following the devaluation of its currency on 
April 9, 1953, to smooth the adjustment of the economy 
to the new rate of exchange. Subsequently, these meas- 
ures were reduced or abolished pari passu with the prog- 
ress made in the process of adaptation. The only ex- 
change practices still in effect appear to be those relating 
to exports of olive oil (of an acidity above 1 per cent) 
and of scrap iron, and to exports and imports of cotton. 


Source: Naftemboriki, Athens, Greece, February 25, 1955. 


German Exports of Machinery 


The value of West German exports of machinery, which 
had increased by 20 per cent in 1953, increased a further 
8 per cent, from DM 3.96 billion in 1953 to DM 4.25 
billion in 1954. In 1953 machinery accounted for 38 per 
cent of total German exports and in 1954 for 33 per cent. 
The German share in world machinery exports, though 
still much smaller than before the war, rose slightly, 
from 18 per cent in 1953 to 18.7 per cent in 1954. 

Paper and printing machines, textile machines, gen- 
erators, agricultural machines, cranes and lifting ma- 
chines, equipment for iron and steel plants and for min- 
ing, and office equipment were the most important of 
Germany’s machinery exports. About 40 per cent of the 
total are big deals with long-payment terms. More than 
70 per cent of exports went to the EPU area, mainly 
Italy, France and the Benelux countries with their over- 
seas territories, and the Scandinavian countries. The 
proportion that went to the sterling area fell from 16.7 
per cent in 1953 to 14 per cent in 1954; the proportion 
for the bilateral account countries, especially Chile, Uru- 
guay, Argentina, Spain, and Egypt, was also reduced. 
Exports of machinery to Southeast European countries 
are negligible. 
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The further expansion of exports of machinery is, 
however, becoming more difficult, particularly on account 
of increasing competition in terms of payment. As a 
condition for granting import licenses for equipment for 
the production of consumer goods and for staple produce, 
importing countries with balance of payments difficulties 
are trying to obtain long-term credits. The German ma- 
chinery industry approves in principle the liberalization 
of international payments but is doubtful whether any 
sudden movement in that direction is possible. In some 
countries, e.g., Finland, German machinery is competitive 
only because of bilateral trade and payments agreements. 
For further advances to convertibility an interim period 
is suggested during which German production could be 
made competitive by providing sufficient facilities for 
export financing, by establishing efficient sales organiza- 
tions, and by ensuring conditions for terms of payment 
similar to those enjoyed by foreign competitors. 

Source: Handelsblatt, Diisseldorf, Germany, February 21, 
1955. 


Middle East 


New Bank in Egypt 


A new “Republic Bank” has been founded in Egypt 
under the auspices of the Liberation Rally, an organiza- 
tion set up by the Revolutionary Council. The capital 
of the Bank has been fixed at LE 2 million, divided into 
one million shares of LE 2 each. The Government will 
participate in the capital up to 25 per cent and guarantee 
a minimum dividend of 4 per cent to shareholders. All 
shares are to be nominal, but when their face value has 
been fully paid they could be converted into bearer shares. 
Half the value of the shares is payable upon subscription, 
the balance being settled within a maximum period of 
five years. Founders’ shares shall, however, remain nomi- 
nal. The Bank shall have its domicile in Cairo but may 
open branches or agencies in other parts of Egypt or 
abroad. The general meeting of shareholders is author- 
ized to issue debentures of all kinds and to specify the 
conditions of their issue and the extent of their eligibility 
The Bank shall undertake 
all normal banking business. The Board of Directors 
shall be composed of not less than twelve and not more 
than fifteen members. Three directors shall be govern- 
ment representatives and five nominees of labor unions 
whose members are expected to hold most of the Bank’s 
shares. Up to February 13, labor unions had subscribed 
to 267,890 shares. Annual net profits shall be distributed 
as follows: 10 per cent will be paid into a statutory 
reserve, until the reserve is equal to the Bank’s capital; 
an amount equal to 5 per cent of the share capital will 
be paid as an interim dividend to shareholders; 10 per 
cent of the balance will be paid to the directors and the 
remainder distributed as a final dividend 


for conversion into shares. 


to share- 
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holders, carried over to the next year, or paid to workers’ 

social schemes. 

Sources: Egyptian News Agency, Mena, January 19, 
1955, and Al Ahram, February 14, 1955, Cairo, 


Egypt. 


Israel's Wage Policy 

The Israel Workers’ Party, Mapai, and the Histadruth 
Trade Union Department have decided to continue the 
freezing of basic wages, started in 1952, and it is ex- 
pected that wage policy in Israel will be practically un- 
changed in 1955. The freeze applies only to basic wages, 
and the system of automatic cost of living allowances will 
continue as heretofore. This system provides full wage 
compensation for increases in the cost of living for ap- 
proximately 80 per cent of all wage and salary earners. 
Increased allowances resulting from rises in the cost of 
living index are also exempt from income tax. 


Source: Bank Leumi le-Israel, Review of Economic Con- 
ditions in Israel, Tel Aviv, Israel, February 


1955. 
Iraq's New Development Plan 


The Iraqi Council of Ministers has approved a new 
five-year development plan which had been prepared by 
the Development Board. The plan is scheduled to go 
into operation in April 1955. Total expenditures are put 
at ID 303,306,100 and revenue at ID 252,658,000, which 
will accrue mostly from the 70 per cent of Iraq’s oil earn- 
ings allocated to the Development Board. The Board 
estimates its average annual share of oil revenue at ID 43 
million, or a total of ID 215 million for the five-year 
period. Some ID 37.7 million is also carried forward from 
the Board’s previous budgets. The estimated deficit of 
ID 50.6 million is expected to be met by increases in oil 
revenues and receipts from other sources. 

Of the total expenditure, ID 107,935,000 has been ear- 
marked for irrigation. This includes drainage, reservoirs, 
and land reclamation. Euphrates irrigation projects will 
receive ID 20,700,000, while the Tigris projects will 
get ID 22,785,000 for the Derben-di-Khan dam and 
ID 14,050,000 for the Dokan and Bekhme dams. For 
marsh reclamation, ID 22 million has been earmarked. 
All these projects aim at flood protection, the reclamation 
of about one million mishara of new irrigation land 
(one mishara = 0.618 acre), and increased production on 
land already under cultivation. 

The allocation for industrial projects amounts to 
ID 43,751,700, including ID 2,208,000 for a cement fac- 
tory in Mosul to produce 350 tons daily, ID 2,150,200 for 
a cement factory in Sarchina with similar capacity, 
ID 3,115,100 for a textile factory in Mosul to produce 20 
million square yards annually, and ID 1,780,900 for a 
sugar factory in Mosul to produce 35,000 tons a year. 
It is estimated that ID 22 million will be spent on electric 
power generation and the utilization of natural gas. 
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Other important allocations include ID 53.7 million 
for highways and bridges, ID 34 million for municipali- 
ties, ID 28.5 million for government installations, and 
ID 15.5 million for railways. 

The Iraqi Development Board was established in 
1950. At present it administers a six-year development 
plan calling for the expenditure of ID 155.4 million dur- 
ing the period April 1, 1951 to March 31, 1957. The 
last two years of this plan will apparently be integrated 
with the new plan. 

Sources: The Iraq Times, Baghdad, Iraq, various issues, 
January and February 1955. 


Far East 
Indian Budget for 1955-56 


In presenting the budget for the fiscal year 1955-56 
in Parliament on February 28, the Indian Minister of 
Finance stated that the revenue deficit for 1954-55 had 
been reduced to Rs 50 million (US$10.5 million), from 
the original estimate of Rs 154 million ($32 million), 
and that the over-all deficit on revenue and capital ac- 
count was now estimated at Rs 2.08 billion ($437 mil- 
lion), instead of Rs 2.39 billion ($502 million). 


At existing levels of taxation and with increased pro- 
vision for development expenditure, revenue in the fiscal 
year 1955-56 is estimated at Rs 4.69 billion ($985 mil- 
lion), and expenditure at Rs 4.99 billion ($1,048 mil- 
lion), leaving a revenue deficit of Rs 302 million ($63 
million). Civil expenditure next year is expected to 
increase by Rs 382 million, owing to larger development 
expenditure. Defense expenditure is put at Rs 2.03 
billion, Rs 46 million more than the revised estimates for 
the current year. The increase is due mainly to the normal 
expansion program of the Navy and the Air Force, and 
to more generous pensions. For next year, capital ex- 
penditure is estimated at Rs 2.23 billion, against Rs 1.79 
billion in the current year. The estimated over-all deficit 
on revenue and capital account in 1955-56, which also 
takes account of the loan requirements of state govern- 
ments and others and of the repayment of maturing debt, 
is Rs 3.40 billion ($714 million). This sizable deficit, 
the Minister observed, carries no threat of serious infla- 
tionary pressure, since the production potential of the 
economy is steadily increasing and various economic in- 
dicators suggest that the country could go ahead more 
boldly. Moreover, if allowance is made for proposed 
changes in customs and excise duties and in income 
taxes, central revenues would increase by Rs 217 million, 
thereby reducing the revenue deficit to Rs 85 million 
and the over-all deficit to Rs 3.18 billion. 

The small savings scheme has made notable progress, 
and it is likely that for the first time the annual target 
of Rs 450 million will be exceeded. In the budget for 
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the next year the Government hopes to raise Rs 520 
million from small savings, in addition to Rs 1.25 billion 
from market loans; the total amount to be received by 
India by way of external assistance is expected to amount 
to Rs 740 million, while the assistance to be rendered 
by India under the Colombo Plan to neighboring coun- 
tries is estimated at Rs 20 million. 

Sources: Embassy of India, /ndiagram, Washington, 
D. C., March 2 and 3, 1955. 


Taiwan's Trade in 1954 


According to the foreign exchange settlement data of 
the Bank of Taiwan, total exports of Taiwan during 1954 
were estimated at the equivalent of US$97.8 million, 
compared with $129.8 million in 1953 and $119.5 million 
in 1952. Imports (excluding U.S. aid imports) during 
the same period were $110.2 million, or about $10 million 
more than in 1953, thus leaving a trade deficit of $12.4 
million. The unfavorable trade balance was due to a 
decline in sugar and rice exports resulting from the 
quotas imposed by the International Sugar Agreement 
and the slump in the world rice market. However, sugar 
exports still accounted for approximately 60 per cent of 
the total export value. Taiwan sugar had its best post- 
war year in 1953, when export receipts amounted to 
the equivalent of US$90.3 million, or 69.5 per cent of 
total export receipts. 

Chemical fertilizers were the largest import item in 
1954, accounting for about 18 per cent (US$20.3 million) 
of total imports. Ores, metals, and metal manufactures 
(US$13.2 million) were the second largest group of 
imports. 

Source: Chinese News Service, Press Release, New York, 


N. Y., February 22, 1955. 


Japanese Foreign Trade in 1954 


According to customs returns, Japanese exports in 
1954. amounted to $1,630 million, or 27.8 per cent more 
than in 1953. Imports, at $2,400 million, declined by 
0.4 per cent. The trade deficit amounted to $770 million, 
$364 million less than in 1953. The improvement in 
exports is attributed to the easing of sterling area import 


restrictions on Japanese goods and to the operation of 
the link system. 


The improvement of the trade position was most pro- 
nounced in trade with the sterling area; Japanese exports 
to the sterling area were 62 per cent greater than in 
1953 and imports from the sterling area declined by 30 
per cent. Exports to open account countries increased 
by 35 per cent, while imports from them showed little 
change. Exports to the dollar area increased by 6 per 


cent and imports from the dollar area increased by 25 
per cent. 
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Textile products were the most important Japanese 
export in 1954, accounting for about 32 per cent of the 
total. Iron and steel exports amounted to 10 per cent 
and ships to 4 per cent. The biggest import item was 
food and beverages. about 27 per cent of the total. Raw 
cotton imports were 18 per cent and petroleum 8 per cent. 
Source: Bank of Tokyo, Weekly Review of Economic 

Affairs in Japan, Tokyo, Japan, February 5, 
1955. 


Japan's Raw Silk Exports 


Japanese exports of raw silk increased from 63,381 
bales in 1953 to 75,986 bales in 1954. The increase was 
due chiefly to increased shipments to the United States 
(61 per cent of the total). In 1953 the United States had 
bought only 15,068 bales, or 23.8 per cent of the total. 

The Japanese Ministry of Agriculture and Forestry 
attributes the increased shipments to the United States 
to (a) the sugar-raw silk link system enforced from 
February to June last year, (b) the stabilized price of 
about $580 per bale for raw silk during the latter half 
of the year, (c) increasing demand for raw silk to be 
blended with other fabrics, and (d) the suspension of the 
triangular transactions through certain open account 
countries by which raw silk had moved to the United 
States in 1953. 

The output of raw silk was also reported to have 
increased by 3 per cent in 1954, to 257,915 bales. Do- 
mestic consumption declined by 4 per cent, to 179,790 
bales. 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, February 26, 
1955. 


United States and Canada 
U.S. National Output and Foreign Trade 


The gross national product of the United States rose 
from an annual rate of $355.5 billion in the third quarter 
of 1954 to $362 billion in the fourth quarter, the first 
increase since the onset of the recession in mid-1953. 
Increased personal consumption expenditures and a sharp 
decline in the rate of inventory liquidation accounted for 
most of the rise in total output. Personal consumption 
rose at an annual rate of almost $3 billion during the 
quarter, while a reduction in inventories of $1.3 billion 
compared with reductions of $4-5 billion in the previous 
three quarters. Government purchases continued to de- 
cline: they were $74.1 billion in the fourth quarter, com- 
pared with $75.6 billion in the third. National security 
outlays accounted for most of the decline in federal 
spending, which was partly offset by an increase in state 
and local expenditures. 
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International transactions exerted a stabilizing influ- 
ence upon U.S. domestic business in 1954. Exports of 
goods and services rose by $500 million during the year, 
despite declining imports and a fall in U.S. Government 
expenditures abroad. Commercial exports exceeded im- 
ports by $800 million in the fourth quarter; for the three 
other quarters of the year, net imports had been reported. 
For the year, the net import surplus was $500 million, 
compared with $2 billion in 1953. Foreign countries 
were able to increase their purchases from the United 
States owing to a large outflow of U.S. capital ($1.2 bil- 
lion) and to the strength of their internal economic 
positions. U.S. exports were also facilitated by the relax- 
ation of import controls abroad. The strong demand for 
U.S. goods helped to avoid a decline in international 
commodity prices, thereby reducing incentives to liqui- 
date inventories in the United States. The :increased 
outflow of U.S. capital reflected an easing credit supply 
at home and a higher yield on capital abroad. 

Sources: The Wall Street Journal, February 15, 1955, 
and The Journal of Commerce, February 23, 
1955, New York, N. Y. 


Canadian Balance of Payments in 1954 


During 1954 Canada incurred a current account deficit 
of $427 million, almost the same as the deficit of $439 
million in 1953, although receipts and payments were both 
about 5 per cent lower. Exports fell by $223 million, to 
$3,929 million, reflecting declines of 3 per cent in both 
volume and price. Sales to the United States fell by $102 
million and smaller exports of grain reduced overseas 
shipments by $121 million. Imports declined by $289 
million, to $3,920 million, as the decline in domestic 
inventories and activity led to a 7 per cent fall in import 
volume. These trade movements were, however, largely 
offset by a $54 million rise in the deficit on invisibles 
resulting from increased payments of interest and divi- 
dends. In 1954 the pattern of Canadian payments moved 
somewhat toward bilateral equilibrium, the deficit with 
the United States falling by $106 million, to $818 mil- 
lion, and the overseas surplus by $94 million, to $391 
million; among the overseas countries the surplus with 
the United Kingdom increased by $88 million while that 
with the outer sterling area and the rest of the world 
declined by $182 million. 

The capital inflow which has financed Canadian cur- 
rent account deficits since 1950 continued during 1954, 
although at a lower rate. Long-term receipts were $481 
million, a reduction of $81 million. Direct investment 
receipts fell by $73 million, to $325 million, and net 
new issues by $74 million, to $126 million; these declines, 
however, were partially offset by heavy nonresident pur- 
chases of Canadian stocks totaling $12} million, against 
$21 million in 1953. Short-term transactions were vir 
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tually in balance, the continuing repatriation of Canadian 
bonds being offset by a rise in nonresident holdings of 
Canadian dollars and by other short-term receipts; in 
1953, in contrast, there was an outflow of $248 million 
in short-term funds. Receipts from official loan repay- 
ments in 1954 were $72 million, $15 million lower than 
last year. 

The Canadian exchange rate continued strong during 
1954, averaging Can$1.00=US$1.028, against US$1.017 
during 1953; fluctuations were within a range of 2.4 
cents. Official reserves of gold and U.S. dollars increased 
by $124 million, to $1,876 million on December 31, 1954. 
Source: Dominion Bureau of Statistics, Quarterly Esti- 

mates of the Canadian Balance of International 
Payments, Fourth Quarter 1954, and Prelimin- 
ary Estimates, Calendar Year 1954, Ottawa, 
Canada. 


Latin America 
Nicaragua's Development Program for 1955 


The National Development Institute of Nicaragua has 
planned to invest 25 million cérdobas in 1955 in the 
coffee, livestock, and domestic industries, and for the 
diversification and development of agricultural activities 
and the betterment of rural welfare. 

The Institute will support the importation of cattle for 
breeding purposes and agricultural equipment for the 
opening up and conditioning of new lands for cultiva- 
tion. It will also give financial assistance for production 
of primary food produce, as well as for new or under- 
developed foodstuffs. One of its main concerns is to 
provide supported prices for cereals and other basic 
agricultural products. Among the industries under study 
for financial assistance are those which utilize cottonseed 
for the production of edible oils, cottonseed cakes, etc. 


Source: Novedades, Managua, Nicaragua, January 17, 


1955. 


Argentine Wool Exports 


Argentine wool exports during the 1953-54 commer- 
cial year, which ended September 30, 1954, were 92,850 
tons, or 28 per cent below the preceding two-year average 
of 130,071 tons. At the end of 1953-54, there was a 
carry-over of 50,000 tons of old-clip wool. The 1954-55 
clip is estimated at 185,000 tons. As domestic demand 
is estimated at 50,000 tons, about 185,000 tons will be 
available for export. 

The quantity of wool approved by the authorities for 
export from October 1954 to February 1955 totaled 
48,700 tons, of which 15,000 tons were to be exported 
in February. Actual exports from October 1, 1954 to 
February 28, 1955 were about 27,000 tons, compared 
with 19,000 tons from October 1, 1953 to February 28, 
1954. 
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The rise in exports in February is due partly to in- 
creased demand in the United States. Also, at the end 
of January the Argentine authorities removed an 8 per 
cent export tax from wool exports in the period Febru- 
ary 11 to April 30. From July 1952 to September 1953 
wool exports had been exempt from this tax, which had, 
however, been reimposed from October 1953 to January 
1955. Moreover, while an exchange rate of 6.25 pesos 
per U.S. dollar had prior to May 1953 been applied to 
wool exports for payment either in U.S. dollars or through 
Argentina’s sterling account, the original “basic” rate 
of 5 pesos per U.S. dollar was subsequently applied to 
payments in sterling. Wool exports covered by compen- 
sation deals were still effected at the 6.25 pesos rate. 


Sources: The Review of the River Plate, Buenos Aires, 
Argentina, December 10, 1954 and February 28, 
1955; The Journal of Commerce, New York, 
N. Y., March 8, 1955. 


Other Countries 
South African Interest Rates 


South Africa’s Minister of Finance has announced an 
increase of 14 per cent in short-term interest rates. He 
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said that short-term rates had risen recently in the London 
market as much as 1!% per cent above the corresponding 
rates in South Africa. To reduce any adverse effects 
which this disparity might have on the flow of funds 
between the two countries, he had decided to raise as of 
March 2 the Union’s Treasury Bill rates by 14 per cent, 
to 2%, 214, and 25% per cent for 3, 6, and 12 months, 
respectively. The National Finance Corporation’s rate for 
call money was also increased by 1 per cent, to 234 per 
cent. 

Following these increases, the four main commercial 
banks raised their fixed deposit interest rates by 1% per 
cent, to 24% and 234 per cent for 3 and 6 months, re- 
spectively. 

Sources: The Financial Times, London, England, March 2 
and 4, 1955. 


South Africa's Gold and Uranium Output 


The over-all declared value of South Africa’s gold out- 


put in 1954 was £164.6 million, £17 million more than. 


in 1953. Production in the Transvaal in 1954 was car- 
ried on at an estimated working profit averaging 12s. 5d. 
per ton milled for all mines. This was about the same 
as in 1953. The native labor complement of gold and 
uranium mines dropped seasonally in December, but 
the average for the year, 304,000, was the best for eight 
years, and more than 13,000 above the 1953 average. 


Seven Transvaal mines had brought their uranium 
plants into operation by the end of 1954, and extraction 
is due to commence shortly in three other mines, includ- 
ing two in the Free State which have only recently reached 
the gold production stage. The prices paid to each mine 
for its output of uranium are believed to be related to 
the costs of production at the particular mine, which 
presumably vary fairly considerably. The potential urani- 
um output of the mines in production at the end of 1954 
has been unofficially estimated at £14-15 million. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, February 1955. 


Relaxation of South African Import Restrictions 


The South African Minister of Economic Affairs has 
announced measures relaxing import restrictions. A sec- 
ond allocation of licenses for consumer goods, equal to 
20 per cent of the value of imports in the base year 1948, 
has been granted. This brings the total for 1955 to 5344 
per cent of 1948 imports, against 45 per cent for last year. 
An additional £4.8 million will be set aside for the im- 
portation of parts for the assembling of motor vehicles. 
This allocation should go a long way toward relieving 
the present shortage of motor vehicles. Provision will 
also be made to relieve such shortages of spare parts as 
still exist. 
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The Minister said that, with regard to the requirements 
of secondary industry, the intention of the Government 
is to continue making available machinery required for 
modernization and replacement so as to enable South 
African industries to meet competition from all sources, 
It is also intended that full requirements of raw materials 
needed for industrial processing will be made available 
during the current year. 


There does not appear, during the year which has 
passed since the Union ceased to discriminate in its 
exchange allocations for imports between dollar area 
goods and those coming from soft currency countries, 
to have been any marked swing toward dollar goods in 
South Africa’s import program. The expansion of pur- 
chases from the United States and Canada during the 
first three quarters of 1954 was roughly proportionate 
to the over-all rise in imports, the United States and 
Canada accounting for about 23 per cent of total imports. 
At the same time, South African exports to the United 
States and Canada (excluding gold) have increased more 
than proportionately to the increase in total exports. 


Sources: Barclays Bank D.C.O., Overseas Review, Febru- 
ary 1955, and The Financial Times, Febru- 
ary 18, 1955, London, England. 


Corrigenda 


Vol. VII, No. 33, February 25, 1955, pp. 262-63, item, 
“Annual Report of the National Bank of Belgium”: The 
second last sentence should read, “In the introduction 
to the Report, the Governor of the Bank stated that ‘it is 
important that recourse to borrowing by the authorities 
shall not exhaust the country’s capacity to save,’ and 
added that ‘the large and repeated borrowings by the 
public authorities in the capital market during recent 


years have hindered the tendency for rates of interest 
to fall.” 


Vol. VII, No. 34, March 4, 1955, p. 270, item, “EPU 
Settlements for January 1955”: In the table, the January 
1955 figure for Greece should read —0.6. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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